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(e) Exclusions from scope. If the en-
gagement is to perform a Supervisory
Committee Guide audit which will ex-
clude any item required by the applica-
ble section, the engagement letter
shall:

(1) Identify the excluded items;
(2) State that, because of the exclu-

sion(s), the resulting audit will not, by
itself, fulfill the scope of a supervisory
committee audit; and

(3) Caution that the supervisory com-
mittee will remain responsible for ful-
filling the scope of a supervisory com-
mittee audit with respect to the ex-
cluded items.

§ 715.10 Audit report and working
paper maintenance and access.

(a) Audit report. Upon completion and/
or receipt of the written report of a fi-
nancial statement audit or a super-
visory committee audit, the Super-
visory Committee must verify that the
audit was performed and reported in
accordance with the terms of the en-
gagement letter prescribed herein. The
Supervisory Committee must submit
the report(s) to the board of directors,
and provide a summary of the results
of the audit to the members of the
credit union orally or in writing at the
next annual meeting of the credit
union. If a member so requests, the Su-
pervisory Committee shall provide the
member access to the full audit report.
If the National Credit Union Adminis-
tration (‘‘NCUA’’) so requests, the Su-
pervisory Committee shall provide
NCUA a copy of each of the audit re-
ports it receives or produces.

(b) Working papers. The supervisory
committee shall be responsible for pre-
paring and maintaining, or making
available, a complete set of original
working papers supporting each super-
visory committee audit. The super-
visory committee shall, upon request,
provide NCUA staff unconditional ac-
cess to such working papers, either at
the offices of the credit union or at a
mutually agreeable location, for pur-
poses of inspecting such working pa-
pers.

§ 715.11 Sanctions for failure to com-
ply with this part.

(a) Sanctions. Failure of a supervisory
committee and/or its independent com-

pensated auditor or other person to
comply with the requirements of this
section, or the terms of an engagement
letter required by this section, is
grounds for:

(1) The regional director to reject the
supervisory committee audit and pro-
vide a reasonable opportunity to cor-
rect deficiencies;

(2) The regional director to impose
the remedies available in § 715.12, pro-
vided any of the conditions specified
therein is present; and

(3) The NCUA Board to seek formal
administrative sanctions against the
supervisory committee and/or its inde-
pendent, compensated auditor pursuant
to section 206(r) of the Federal Credit
Union Act, 12 U.S.C. 1786(r).

(b) State Charters. In the case of a fed-
erally-insured state chartered credit
union, NCUA shall provide the state
regulator an opportunity to timely im-
pose a remedy satisfactory to NCUA
before exercising it authority under
§ 741.202 of this chapter to impose a
sanction permitted under paragraph (a)
of this section.

§ 715.12 Statutory audit remedies for
Federal credit unions.

(a) Audit by alternative licensed person.
The NCUA Board may compel a federal
credit union to obtain a supervisory
committee audit which meets the min-
imum requirements of § 715.5 or § 715.7,
and which is performed by an inde-
pendent person who is licensed by the
State or jurisdiction in which the cred-
it union is principally located, for any
fiscal year in which any of the fol-
lowing three conditions is present:

(1) The Supervisory Committee has
not obtained an annual financial state-
ment audit or performed a supervisory
committee audit; or

(2) The Supervisory Committee has
obtained a financial statement audit or
performed a supervisory committee
audit which does not meet the require-
ments of part 715 including those in
§ 715.8.

(3) The credit union has experienced
serious and persistent recordkeeping
deficiencies as defined in paragraph (c)
of this section.

(b) Financial statement audit required.
The NCUA Board may compel a federal
credit union to obtain a financial
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